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Summary 

TransCanada’s proposed Keystone XL Pipeline would transport oil sands crude from Canada and 
shale oil produced in North Dakota and Montana to a market hub in Nebraska for further delivery 
to Gulf Coast refineries. The pipeline would consist of 875 miles of 36-inch pipe with the 
capacity to transport 830,000 barrels per day. Because it would cross the Canadian-U.S. border, 
construction of Keystone XL requires a Presidential Permit from the State Department. A decision 
to issue or deny a Presidential Permit is based on a determination that a project would serve the 
national interest, considering potential impacts on the environment, the economy, energy security, 
foreign policy, and other factors. Environmental impacts are evaluated and documented in an 
Environmental Impact Statement (E1S) under the National Environmental Policy Act (NEPA). 

TransCanada originally applied for a Presidential Permit for the Keystone XL Pipeline in 2008. 
The initial proposal included a southern segment from Oklahoma to the Gulf Coast. A key issue 
that arose during the permit review was concern over environmental impacts in the Sand Hills 
region of Nebraska. This concern led the Nebraska legislature to enact new state pipeline siting 
requirements that would alter the pipeline route through Nebraska. In January 2012, the State 
Department concluded that it would not have sufficient information to evaluate an altered 
pipeline route before a deadline imposed by Congress and denied the permit. The southern 
segment of the original Keystone XL proposal, now called the Gulf Coast Project, was 
subsequently separated from the original proposal because it did not require a Presidential Permit. 
It has been approved by the relevant states and is currently under construction. 

In May 2012, TransCanada reapplied to the State Department for a Presidential Permit to build 
the northern, cross-border segment of Keystone XL. The new permit application initiated a new 
NEPA process. The governor of Nebraska approved a new route through the state avoiding the 
Sand Hills on January 22, 2013. On March 6, 2013, notice was published in the Federal Register 
that the State Department draft EIS for the reconfigured Keystone XL Project was available for 
public comment. The department is in the process of addressing these comments as it prepares a 
final EIS. When the final EIS is issued, a 90-day public review period for the national interest 
determination begins. The department has not stated when it plans to complete this process. 

Development of Keystone XL has been controversial. Proponents base their arguments primarily 
on increasing the diversity of the U.S. petroleum supply and economic benefits, especially jobs. 
Pipeline opposition stems in part from concern regarding the greenhouse gas emissions associated 
with the development of Canadian oil sands, continued U.S. dependency on fossil fuels, and the 
risk of a potential release of heavy crude. 

In light of the State Department’s denial of the 2008 permit application, some in Congress seek 
other means to support development of the pipeline. The Energy Production and Project Delivery 
Act of 2013 (S. 17) would eliminate the Presidential Permit requirement for the reconfigured 
Keystone XL Project. The Keystone for a Secure Tomorrow Act (H.R. 334) and a Senate bill to 
approve the Keystone XL Project (S. 582) would directly approve Keystone XL under the 
authority of Congress to regulate foreign commerce. The Northern Route Approval Act (H.R. 3) 
would eliminate the Presidential Permit requirement for Keystone XL, among other provisions. 
The Senate passed an amendment to the Fiscal 2014 Senate Budget Resolution (S.Con.Res. 8) 
that would provide for the approval and construction of the Keystone XL Project (S.Amdt. 494). 
The North American Energy Infrastructure Act (H.R. 3301) would transfer permit authority for 
oil pipelines from the State Department to the Department of Commerce and would make other 
changes to the pipeline permitting process. 
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Introduction 1 

In 2008, TransCanada (a Canadian company) submitted to the U.S. Department of State an 
application for a Presidential Permit authorizing construction and operation of pipeline facilities 
for the importation of crude oil at the United States-Canada border. The Keystone XL Pipeline 
system would transport Canadian oil sands crude extracted in Alberta, Canada, and crude 
produced from the Bakken region in North Dakota and Montana to a market hub in Nebraska for 
further delivery to Gulf Coast refineries. A decision to issue or deny the Presidential Permit would 
be based on the State Department’s determination of whether the pipeline system would serve the 
national interest. 

By August 2011, the State Department had compiled data necessary to begin the required 90-day 
public review period for making its national interest determination. During that period, one key 
issue that arose pertained to potential impacts associated with the construction and operation of 
the proposed pipeline segment across the Sand Hills region of Nebraska. This concern led the 
Nebraska legislature to enact new state pipeline siting requirements that would alter the pipeline 
route through N ebraska. As a result, in N ovember 2011, the State Department announced that it 
would need additional time to gather information needed to assess a new pipeline route avoiding 
the Sand Hills. However, the Temporary Payroll Tax Cut Continuation Act of 201 1 (PL. 1 12-78), 
enacted on December 23, 20 1 1 , included provisions requiring the Secretary of State (hereinafter 
the Secretary) to issue a permit for the project within 60 days, unless the President determined the 
project not to be in the national interest. Citing insufficient time to meet the deadline established 
by Congress, the State Department, with the President’s consent, denied the permit for the 
Keystone XL Project. 

TransCanada and Nebraska have since agreed upon an alternative pipeline route avoiding the 
Sand Hills. In May 2012, TransCanada submitted an application to the State Department for a 
Presidential Permit to build a newly configured cross-border segment of Keystone XL Pipeline 
system. 2 This report describes the Keystone XL Project as it is proposed in the 2012 Presidential 
Permit application and the process that the State Department is obligated to complete to issue or 
deny that application. To the extent that they may affect the State Department’s decision to issue 
or deny the current permit application, this report discusses selected issues related to the project 
proposed in 2008 and issues that have arisen since the State Department denied the initial permit 
application in 2012. This report also summarizes key arguments that have been raised, both for 
and against the pipeline, by the pipeline’s developers, state and federal agencies, environmental 
groups, private property owners, and other stakeholders. Finally, the report discusses the 
constitutional basis for the State Department’s authority to issue a Presidential Permit, and 
opponents’ possible challenges to this authority. 



1 This report provides an overview of the Keystone XL project, permit review process, and general policy issues. For 
more detailed legal analysis, see CRS Report R42 124, Proposed Keystone XL Pipeline: Legal Issues, by Adam Vann, 
Kristina Alexander, and Kenneth R. Thomas. For more analysis of U.S.-Canada energy trade, see CRS Report R41875, 
The U.S.-Canada Energy Relationship: Joined at the Well, by Paul W. Parfomak and Michael Ratner. For additional 
environmental analysis associated with Canadian oil sands, see CRS Report R42537, Canadian Oil Sands: Life-Cycle 
Assessments of Greenhouse Gas Emissions, by Richard K. Lattanzio. For more analysis of Presidential Pennits, see 
CRS Report R43261, Presidential Permits for Border Crossing Energy Facilities, by Adam Vann and Paul W. 
Parfomak. 

2 The southern segment of the original Keystone XL proposal, now called the Gulf Coast Project, was separated from 
the original proposal because it does not require a Presidential Permit. It is currently under construction. 
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Description of the Keystone Pipeline System 

In 2005, TransCanada announced a plan to address expected increases in Western Canadian 
Sedimentary Basin production by constructing the Keystone Pipeline System. When complete, 
the system would transport crude oil from Hardisty, Alberta, to U.S. markets in the Midwest and 
Gulf Coast. The pipeline system was proposed as two distinct phases — the Keystone Pipeline 
(complete and in service) and the Keystone XL Pipeline. 



The Keystone and Keystone XL Pipelines 

The Keystone Pipeline was completed in two segments — the Keystone Mainline and the Cushing 
Extension. The Mainline is 1,353 miles of 3 0-inch pipeline from Hardisty, Alberta, to the United 
States refineries in Wood River and Patoka, Illinois. The U.S. portion of the pipeline runs 1,086 
miles and begins at the international border in Cavalier County, ND, and has been in service since 
June 2010. The Cushing Extension is 298 miles of 36-inch pipeline and associated facilities that 
run from Steele City, NE (near the Kansas border), to existing crude oil terminals and tanks farms 
in Cushing, OK. The Cushing Extension has been in service since February 2011. 

The original Keystone XL Pipeline Project is now also being developed in two project segments, 
as follows: 

• The Gulf Coast Pipeline Project, 485 miles of 36-inch pipeline and associated 
facilities linking the Cushing, OK, tank farms to refineries in Houston and Port 
Arthur, TX. This segment includes the Cushing Marketlink project that will 
provide receipt facilities to transport U.S. crude oil to the Gulf Coast. 

TransCanada anticipates this segment to be in service by 2014. 

• The Keystone XL Pipeline Project, 875 miles of 36-inch pipeline and 
associated facilities linking Hardisty, Alberta, to Steele City, NE. This segment 
also includes the Bakken Marketlink in Baker, MT — a pipeline lateral that can 
transport crude oil from the Williston Basin to Steele City (further discussed 
below). 

In the 2008 Presidential Permit application, the “Keystone XL Project” referred to both pipeline 
segments. For the 2012 Presidential Permit application, the “Keystone XL Project” refers to only 
the northern, cross-border pipeline segment. 

The existing Keystone Pipeline has the capacity to deliver up to 590,000 bpd of Canadian crude 
oil to U.S. refineries and export terminals. Both the Keystone XL and Gulf Coast pipelines would 
have a capacity of 830,000 bpd. As a result, the entire Keystone Pipeline System may ultimately 
have the capacity to deliver up to 1.3 million bpd of crude oil. The existing Keystone Pipeline and 
proposed expansions are illustrated in Figure 1. The proposed Keystone XL Project and 
associated pipeline segments are illustrated in Figure 2. 
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Figure I . Existing Keystone Pipeline and Proposed Keystone Expansions 
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Source: U.S. State Department, March 20 1 3, Draft EIS for the Keystone XL Project, 

Section 1 .2 “Overview of Proposed Project,” p. 1.2-5. 

TransCanada has estimated the capital cost of the U.S. portion of the 2012 Keystone XL Project, 
from the U.S. border to Steele City, NE, would be $5.3 billion. 3 This figure is higher than the cost 
estimate when the 2008 pennit application was filed, reportedly due to currency swings, changing 
regulatory requirements, and permitting delays. 4 



3 TransCanada Keystone Pipeline, L.P., “Application of TransCanada Keystone Pipeline L.P. for a Presidential Permit 
Authorizing the Construction, Operation, and Maintenance of Pipeline Facilities for the Importation of Crude Oil to be 
Located at the United States-Canada Border,” submitted to the U.S. Department of State, May 4, 2012, p. 39, available 
at http://keystonepipeline-xl.state.gov/proj_docs/permitapplication/index.htm. 

4 “TransCanada Expects $1 -Billion Cost Escalation for Keystone XL Pipeline,” Canadian Press, February 17, 201 1. 
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Figure 2. The Keystone XL Project and Gulf Coast Pipeline 




Source: U.S. State Department, March 2013, Draft EIS for the Keystone XL 
Project. Section 1.2 “Overview of Proposed Project,” p. 1.2-3. 



Marketlink for Bakken Oil Production 

The Bakken Formation is a large unconventional petroleum and natural gas resource underlying 
parts of North Dakota, Montana, and the Canadian provinces of Saskatchewan and Manitoba. 
Although the region has been producing since 1 95 1 , it is only since 2006 that prices and 
technology have made it economic for industry to increase production. In March 2012, Bakken 
production exceeded 500,000 bpd the first time. 5 However, production has been increasing 
steadily, with average daily output in August 2013 exceeding 900,000 bpd. 6 To date, 
infrastructure to transport oil produced from the Bakken Formation has not kept up with the 



5 North Dakota Department of Mineral Resources, “North Dakota Monthly Oil Production Statistics,” Bismarck, ND, 
November 2013, https://www.dmr.nd.gov/oilgas/stats/historicaloilprodstats.pdf. 

6 Ibid. 
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